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THE NEW CUNAKD STEAMSHIP CONTRACT. 

BY EUGENE TYLER CHAMBERLAIN, UNITED STATES COMMISSIONER 
OE NAVIGATION. 



On July 30th, 1903, the British Government, through the 
Admiralty, the Board of Trade and the Postmaster^General, 
entered into a contract with the Cunard Steamship Company, as 
important, in its bearings on the peaceful rivalry of nations for 
supremacy at sea, as was the Transatlantic Merger negotiated 
last year by Mr. J. Pierpont Morgan and his colleagues. Indeed, 
this contract may be regarded as the sequence of the merger and 
the response to it. The latter was an effort to secure American 
control of the carrying-trade of the North Atlantic. The 
purchase of a majority interest in British steamship lines and 
the management of such lines under the British flag by energetic 
American financiers and experienced American steamship men 
are, for the present at least, the only means by which American 
control of ocean transportation is possible. Indeed, it is the only 
way, under existing conditions, in which Americans can acquire 
even a respectable share in the carrying of our own exports and 
imports by sea. The relations of the two great German steam- 
ship lines with the Imperial Government are so intimate, and 
their development is go necessary a part of the German Emperor's 
policy, " Our future is on the sea," that the Imperial veto cer- 
tainly awaited, if it did not actually prevent, any purchase of a 
controlling interest in those lines by American citizens. The 
managements of the North German Lloyd and Hamburg-Amer- 
ican lines willingly entered into a "working agreement," or 
" community of interests," with Americans, but were not willing 
to sell to them. The relations of the two great French steamship 
lines for a much longer period have been even closer with the 
French Government. In fact, the fleets of the Compagnie Gen- 
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erale Transatlantique and the Messageries Maritimes, to all prac- 
tical intents and purposes, have been for years a part of the naval 
strength of Prance. Purchase of merchant steamers under the 
flags of less powerful maritime nations was feasible only to a 
limited extent, for various reasons which it is unnecessary to 
enumerate, in view of the fact that so much of the North Atlantic 
trade is conducted under the three flags named. The building 
of steamers at home was impracticable, because they cost more 
here for several reasons than when built abroad, and, once built, 
it costs more to maintain and operate them. 

American acquisition of the control of four of the largest, most 
modern, most profitable and best equipped British lines of Trans- 
atlantic steamers, the White Star, Atlantic Transport, Leyland, 
and Dominion lines, owning over 100 steamers, aggregating 900,- 
000 tons gross register, was politically more important both to 
the United States and to the United Kingdom than it was 
economically. It was regarded with concern by sober-minded 
Britons, not so much for itself, when all the facts became known, 
as for what it seemed to foretell. It indicated that accumulated 
American wealth was beginning to seek outlet for investment on 
the sea, that it was following the line in which it would encounter 
the least resistance from governmental regulation or national 
sentiment, and that this line led into the bulwarks of Great 
Britain's political and commercial strength, her mercantile 
marine. That concern prompted the Sheffield speech of Mr. 
Gerald W. Balfour, President of the Board of Trade, a year ago: 

" Englishmen are naturally jealous of everything that affects the Brit- 
ish mercantile position and the interests of the British mercantile marine. 
It is to our mercantile marine that we owe the erection of that great 
Empire of which the ocean is the highway, and without which the Empire 
could hardly continue to exist. ... It is impossible that we should expect 
that the Americans should be permanently content to remain without a 
considerable share in the Atlantic trade, nor is it, in my opinion, de- 
sirable that they should remain without a considerable share in that 
trade. But it is desirable that this inevitable development should take 
place with the least possible friction between the two peoples." 

While British sentiment was unanimous in regarding the for- 
mation of the International Mercantile Marine Company as an 
important American advance which must be met in some fashion, 
in the United States the announcement elicited those irrecon- 
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ciled, if not irreconcilable, expressions which it seems to be the 
fate of American shipping periodically to provoke. Some pro- 
fessed to see in it nothing but a " Wall Street gamble " ; to others 
it appeared an " unpatriotic " refusal to patronize American ship- 
yards; and still others, by occult processes of reasoning, saw in 
it a scheme "to raid the American Treasury." The promptest 
and most conservative interpretation of the merger was made on 
the floor of the Senate. Practically nothing can be added now 
to these words of the Hon. J. B. Foraker of Ohio : 

" The Congress of the United States, year after year, for twenty years 
now, having this matter almost constantly under consideration, has 
failed to come to the rescue of this great industry. As a result of it 
all, men who can no longer do without ships — men who would want to 
invest their capital in ships of American build and have the American 
flag float over them — are driven, in order that they may conserve the 
great business interests with which they are identified, to go abroad and 
spend their millions in making purchases of steamship lines from the 
British, instead of spending their millions in the shipyards of the United 
States. That is the whole of it." 

What Mr. Balfour has characterized as " this inevitable de- 
velopment" may, of course, be retarded by the fluctuations of 
Wall Street, or by an interruption in the accumulation of wealth 
in the United States; but, unless Congress shall intervene, that 
development will doubtless continue for some years through the 
purchase of British steamers, along the lines followed by Mr. 
Morgan and his American and British colleagues. 

The agreements of the British Government with the Cunard 
Steamship Company and with the International Mercantile Ma- 
rine Company, dated July 30 and August 1, 1903, and approved 
in the House of Commons two weeks later by a vote of 92 to 18, 
are the attempt of the British authorities to check the " inevitable 
development " Mr. Balfour foresaw, or at least to give it the form 
which will least impair British maritime prestige. They are the 
response of the Government to the overwhelming pressure of 
British public sentiment for action which would reduce the Amer- 
ican project, as declared in the House of Commons, to "utter 
helplessness." Whether such shall prove the result of the two 
contracts, whether "the inevitable" has been avoided, of course 
remains to be determined. The contracts, in any event, are in- 
structive to Americans, as the carefully matured response to the 
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most vigorous and formidable effort of Americans in years to 
engage in the ocean-carrying trade. 

Both contracts are to continue in force for twenty years. Thus 
permanency, an element indispensable when millions of dollars 
must be invested in types of ships which can be employed only 
within narrow lanes of ocean trade, is guaranteed by the British 
Government to the Cunard Company. The duration of the con- 
tract, which is practically the lifetime of a steamer, has in itself 
a money value, which American shipping legislation thus far has 
almost ignored. German ocean mail contracts are for fifteen 
years. The length of this new British contract is a sharp devia- 
tion from the recent British practice. So long as British superi- 
ority on the Atlantic was unquestioned, the authorities were quite 
satisfied to make contracts with the Cunard and White Star lines 
for the New York mails and for Admiralty subventions terminable 
at the end of a year. Now that the " blue ribbon " of the Atlan- 
tic flies from German halliards and that the crack White Star 
liners are operated together with the 20-knot American liners, the 
same authorities promptly contract with the Cunard line for 
twenty years, the longest steamship contract now in force, or, so 
far as recalled, ever ratified by any government. Undoubtedly, 
this long duration is a " business proposition," and " services to 
be rendered" are a consideration. Equally true is it, that the 
governing motive in the contract has been the maintenance of 
British maritime supremacy by the best available means. 

An even wider departure from British practice — indeed, a de- 
parture so wide as to constitute nothing less than a partnership 
for twenty years between the British Government and the Cunard 
Steamship Company — is found in clause 10 of the contract: 

" 10. His Majesty's Government shall advance to the Company a sum 
equal to the cost to the Company of the two steamships referred to in 
clause 3 hereof, but not exceeding in any event two million six hundred 
thousand pounds ($12,636,000) upon the terms and conditions following." 

The terms and conditions mentioned are, briefly: 

(1) The loan shall be secured on the whole of the Company's 
assets, including the present fleet, valued at 1,990,559 pounds 
($9,674,117); 

(2) The charge shall be secured by a trust deed and mortgage 
on the steamships; 
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(3) The loan shall be advanced by installments, as the build- 
ing of the two steamers progresses; 

(4) The loan shall draw interest, not from the dates when the 
several installments will be paid, but from the dates when the two 
steamers begin their first trips, and thus begin to earn money. 
As the building of these two steamers will take fully 26 months, 
the British Government waives the payment of about $350,000 
interest for this period; 

(5) The interest, when payable, shall be at the rate of 2% per 
cent. The lowest interest on British steamship debentures is 3% 
per cent., secured by the long established Peninsular and Oriental 
Steam Navigation Company. As the Cunard Company, by the 
closing condition (6), is required apparently to repay the loan 
in twenty annual installments, beginning one year after the 
second steamer has begun her first voyage, it thus saves about 
$950,000 in interest on its loan from the British Government, 
compared with the terms on which the most firmly established 
British steamship corporation obtains its loans from the banks. 

The two new steamships referred to in clause 3 are therein 
thus described: 

" Two steamships of large size capable of maintaining a minimum av- 
erage ocean speed of from 24 to 25 knots an hour in moderate weather 
suitable in all respects to maintain and develope the Company's line 
between Liverpool and New York or other ports in Great Britain and 
the United States of America." 

Is the £2,600,000 advanced by the British Government ever ac- 
tually to be repaid by the Cunard Company ? In fact, the British 
Government agrees to contribute to the Cunard line the two 
finest and fastest steamships which money and engineering skill 
can build at the present time. The Company agrees to pay the 
running expenses of these two ships (interest and amortization 
of first cost having been eliminated), and to make what money it 
can out of the passenger trade, freed from the two fixed charges 
mentioned. The Cunard Company does not pay a sixpence to the 
shipbuilders. Those payments are made by advances from the 
British Treasury. As soon as the two steamers are in operation, 
the Government agrees to pay the Cunard Company an annual 
Admiralty subvention of £150,000, an increase of £130,000 over 
the present subvention. Simultaneously, the Company agrees to 
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repay the British Government, yearly, one-twentieth of £2,600,- 
000 or £130,000. There is no need for the actual exchange of a 
shilling. The corporation accepts from the Government the ships, 
while subsidy and " repayment " of loan are merely balanced by 
the bookkeepers of the two parties. But the interest, amounting 
on the average to £35,750, must be met every year ? The two new 
steamers, with the " Campania " and " Lucania " or " Umbria," 
will maintain the weekly mail service from Queenstown to New 
York, for which the Company is to receive annually £68,000, at 
least half of which £34,000, may be credited to the two new 
steamers, thus virtually meeting the average annual interest 
charges. 

To the extent of the two fastest and best steamships which 
British shipyards can produce in the mean time, the British Gov- 
ernment will thus in about two years reinforce its support of the 
Cunard line. This support, of course, is not without reason. It 
is in recognition of the recent attitude of the Company, and in 
expectation of an improved British position on the sea. If any 
doubt lingers in the mind of any American of the profound im- 
pression made on the British public by the American acquisition 
of British lines, this preamble from a twenty-year contract just 
made with a Company which almost from the beginning of com- 
mercial steam navigation has been under the protection of the 
British Government, may serve to dispel it: 

" And whereas His Majesty's Government is dtsirous that the Com- 
pany's lines should be maintained under the British flag and British man- 
agement, and to the best advantage, and that they should be further im- 
proved by the addition of the two contemplated steamships." 

Then follow requirements that all the watch officers and engi- 
neers and three-fourths of the crew shall be British subjects, re- 
quirements not difficult to fill and familiar to Americans, but 
interesting as the first departure from the British law of 1854 
which opened British ships to the seamen of all nations. In May, 
1 902, the two great German lines modified their charters, so as to 
restrict membership in their respective directorates and boards of 
managers to German subjects, residing in German territory. By 
its new contract, the Cunard line is committed to the ultimate 
limit of American exclusion, for none but British subjects are 
entitled to hold directly or in trust a share of its stock. 
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The new contract calls for an annual Admiralty subvention of 
£150,000, of which, as has been shown, £130,000 is for the two 
new steamers. The balance is merely the continuation, with 
slight changes, of an agreement respecting other Cunarders, 
which has been renewed annually for the past sixteen years. The 
mail pay provided, £68,000, is for the present weekly service from 
Queenstown to New York, with an increase of four knots speed in 
two of the four steamers required. The two slower steamers, pre- 
sumably " Umbria " and " Etruria " to be in time withdrawn, 
have not been entirely forgotten; for the significant provision is 
made in the contract for a " new, fast, weekly mid-week service 
between Great Britain and the United States of America (that is 
to say, a service performed by vessels of a speed of eighteen knots 
and upwards per hour.") By this " new " and " fast " service, the 
Postmaster-General is authorized in time to send mail equal to 
ten per cent, of the mail despatched by the regular mail line. For 
this additional service, he and the Company are authorized to 
agree on " additional payment for the advantage thus obtained." 
To one 3,000 miles removed from the place where this contract 
was made, the " advantage obtained " seems to be simply the use 
of eighteen to twenty-knot Cunarders, instead of twenty to 
twenty-two-knot American and German liners, to carry the Brit- 
ish mails. 

Of the contract in its entirety, Mr. Balfour, President of the 
Board of Trade (corresponding to our new Secretary of Com- 
merce and Labor) has said : " To the principle of paying a subsidy 
in excess of the remuneration fairly due for the services rendered 
by any shipping company, the Government is perfectly opposed." 
Usually, men are opposed to paying more for anything than it is 
worth. The British Government has agreed to pay to the Cunard 
Company during twenty years a total of $21,190,000, of which 
t$12,636,000 will be paid outright in less than three years for the 
two steamers built by the Government and presented to the Com- 
pany. What are the services for which this " remuneration " is 
paid? 

1. The Admiralty has always at command six merchant 
cruisers of twenty knots or over. The two built by the Govern- 
ment will each cost as much as a finished battle-ship. In de- 
termining whether to build two battle-ships or two twenty-five- 
knot merchant cruisers, the British Government seems to have 
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decided in favor of the latter. It is expensive to maintain the 
battle-ship, which, except, of course, for gunnery practice, is 
only potentially a constant contributor to British prestige. The 
cost of maintaining the merchant cruiser is borne by the Com- 
pany, while, as a mail-carrier and employer of Naval Eeserves, 
it is steadily in government service. The twenty-five-knot 
merchant cruiser is a daily contributor to British trade. In war 
the battle-ship can give and take a hammering; the twenty-five- 
knot steamer can do the work requiring high speed. The useful- 
ness of the merchant cruiser in war times has been debated by 
naval authorities everywhere. By this contract, the British 
authorities have expressed themselves more strongly in its favor 
than ever before, agreeing with the German and Frenth attitudes. 
Although the Government will pay for the tw6 great coming 
Cunarders, it can obtain them outright for war purposes from 
the Company only by paying it, as a bonus, ten per cent, above 
their value at the time of taking them. This ten per cent, is 
thus an insurance against the disturbance of the Company's 
regular traffic by the abrupt withdrawal of its best vessels. If 
the cruisers are temporarily chartered by the Government, it will 
pay the Company twenty-five shillings a month per gross register 
ton, which is equivalent to $73 per ton a year. As the Cunard 
fleet's average annual earnings in prosperous times are $60 a ton, 
the agreement for Government charter, as well as for acquisition, 
thus insures the Company against loss through interrupted traffic. 

2. The British Post-Office will secure a complete British sys- 
tem for the Transatlantic mails, when the mid-week service is 
established at additional cost. As the American Post-Office has 
alwaj's been a liberal patron of the Cunard line, judging from 
the past the line can rely on about $200,000 a year for American 
east-bound mails, in addition to the $1,060,000 it is to receive 
from the" British Government. 

3. The Cunard line is effectually committed against American 
acquisition. Of the " services rendered," this factor is mentioned 
first in the contract, and was doubtless the primary motive in the 
negotiation of this extraordinary document. 

The agreement of the British Government with the Interna- 
tional Mercantile Marine Association, was made on August 1, 
1903, immediately after the signing of the Cunard contract, 
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and the two constitute the declaration of British maritime policy 
toward the only plans at present feasible for the extension of 
American influence in the ocean-carrying trade. This agreement 
provides in substance: 

(1) The fast White Star mail steamers shall continue to re- 
ceive their former mail pay and Admiralty subvention; 

(2) The British companies in the Association shall continue 
British, with a British majority in their boards of directors; 

(3) No British ship in the Association shall give up its Brit- 
ish flag and register, without the consent of the British Govern- 
ment; 

(4) All British ships in the Association must carry British 
officers, and the same proportion of British crews as the Govern- 
ment may require of other similar vessels; 

(5) All British ships in the Association are to be at the com- 
mand of the Admiralty when needed; 

(6) Any other British companies acquired hereafter by the 
Association must agree to the conditions just mentioned. 

The agreement may be cancelled if the policy of the Association 
is injurious to the British mercantile marine or British trade, and 
all disputes under it are to be determined according to English 
law by the Lord High Chancellor as the final arbitrator. 

The agreement recognizes certain conditions precisely as they 
exist. Its real meaning lies in the fact that it undertakes to 
forbid for twenty years any change in those conditions. In this 
respect, it is a wider deviation from British tradition and prac- 
tice than those noted in the Cunard contract. Hitherto, any 
British shipowner has been at liberty to transfer his steamer to 
the flag and register of any nation willing to grant them. The 
laws of the United States forbid American registry under such 
conditions, and, from time to time, the fear, real or feigned, has 
been expressed here that British influence might secure the repeal 
of these laws. There need be no longer dread on that score. If 
at any time Congress, in its wisdom, should desire to admit to 
American registry any of the British steamers of the Interna- 
tional Mercantile Marine Company, and should create conditions 
permitting commercially the navigation of such steamers under 
the American flag, the owner would still have to obtain the con- 
sent of the President of the British Board of Trade. At the out- 
break of our war with Spain, the Government bought from the 
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American owners of the British steamship lines now in the Mor- 
gan merger, vessels it needed for military purposes. For the next 
twenty years, the consent of the British Government to the sale 
must be obtained, should a similar emergency arise. Whether 
that Government would consent formally to the sale of vessels 
to the United States to carry on war against a nation with which 
the British were at peace, can hardly be a question, when the 
findings of the Alabama Tribunal are recalled. On the other 
hand, these same steamers, owned by Americans, are by the agree- 
ment placed at the command of the British Admiralty in the 
event of war. In time of peace, they are to carry British officers, 
and, if required, British crews. All of these conditions apply 
not only to the British fleets of about 900,000 tons, which Mr. 
Morgan and his colleagues have already acquired, but they are to 
apply to any extension of American influence along the same 
lines. The requirements of the British Government are solely 
political. They do not interfere with the full earning power of 
the fleets; indeed, under the conditions imposed, the financial 
success of the ships is doubtless desired, for it will preserve Brit- 
ish maritime prestige. 

Necessarily, these two agreements will considerably affect the 
future shipping legislation of the United States. Their pro- 
visions are so numerous and intricate, and the subject is of such 
limited interest in this country, that some time will elapse before 
American public opinion expresses itself. Three British depart- 
ments, Post-Office, Navy, and Commerce and Labor (to adopt 
the American equivalent of the sometimes misunderstood English 
term Board of Trade), have recommended and Parliament has 
approved a proposition, advancing outright $12,600,000 from the 
British Treasury to build two steamers for the Cunard Company 
and an annual subsidy of $800,000 to those two steamers to 
enable that Company to repay the advance with interest. How 
the Congress of the United States would regard a corresponding 
proposition is a fruitful theme for conjecture, pending the time 
when it may actually have to be answered. That time may not 
be remote. The new Cunarders will doubtless be finished late in 
1905. The present contract of the United States Government 
with the American line will expire in October, 1905. The in- 
teresting question will have to be settled about that time, whether 
or not the United States will definitely withdraw from the North 



THE NEW CVNARD STEAMSHIP CONTRACT. 543 

Atlantic, except, as a War Power. Nearly fifty years ago, we de- 
cided to withdraw our mail line. The " improved services," with 
increased subsidy, of the Cunard line was not the sole cause of 
the withdrawal of the Collins line or the stoppage of its subsidy 
in 1857-8. Two great marine disasters to the American company 
seriously embarrassed it. The new Cunard contract will undoubt- 
edly convince many Americans that again we ought to give up the 
ocean steamship business, and devote ourselves to farming, and 
the manufacture of sewing-machines, tin-plates and other indus- 
tries, for which we have a natural or acquired aptitude. That 
may be one of the " services rendered " by the new Cunarders. 
But the contract is equally sure to convince another considerable 
portion of the American public, that more than ever the United 
States should make a respectable showing on salt water. Probably 
swift merchant cruisers are no more useful to Great Britain than 
to the United States, with its great coast line. No opinion is 
here expressed as to their usefulness to either nation. That is 
purely a military question. Undoubtedly, there are just as good 
national reasons for the United States' maintaining a first-class 
Transatlantic mail service as for Great Britain's doing so. The 
mail business might be done for less money, perhaps, if both 
nations were to turn it over to Germany's naval auxiliary fleets. 
On the other hand, if the United States is to meet, and not to re- 
tire from, the situation, its expenditure must be larger than 
Great Britain's. The ocean steamship business, in every detail, 
from planning the ship to sailing it, is done more cheaply by the 
British than by the Americans. It means almost nothing, for ex- 
ample, to require three-fourths of the crew of a great Cunarder 
to be British subjects. To require three-fourths of the crew of 
such an American steamer to be Americans means an additional 
expense of over $30,000 a year, and our Naval Reserves are in 
embryo. 

Friction is defined as the resistance produced by the rubbing of 
two bodies against each other. It is, of course, reduced to the 
minimum when one body has been effectually rubbed out. Under 
the two master-pieces of British business-statesmanship just con- 
sidered, the "inevitable development" of American Transatlan- 
tic shipping, referred to at Sheffield, may or may not end in " the 
least possible friction." 

Eugene Tyler Chamberlain. 



